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Independent Auditor’s Report

Board of Directors
Denver Options, Inc.
d/b/a Rocky Mountain Human Services:

Report on the Financial Statements

We have audited the accompanying financial statements of Denver Options, Inc. d/b/a Rocky
Mountain Human Services (RMHS), which comprise the statement of financial position as of June
30, 2016, and the related statements of activities, functional expenses, and cash flows for the year
then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of RMHS as of June 30, 2016, and the changes in its net assets and its cash flows
for the year then ended in accordance with accounting principles generally accepted in the United
States of America.



Board of Directors
Denver Options, Inc.
d/b/a Rocky Mountain Human Services

Other Matters- Summarized Comparative Information

The financial statements of RMHS as of June 30, 2015 were audited by predecessor auditors. Their
report dated April 6, 2016 indicated an unmodified opinion with an emphasis of matters paragraph
regarding management’s plan to eliminate its net deficit. In our opinion, the summarized
comparative information presented herein as of and for the year ended June 30, 2015, is consistent, in
all material respects, with the audited financial statements from which it has been derived.

Other Matters - Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The supplementary information on page 14 and the accompanying schedule of expenditures
of federal awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, are
presented for purposes of additional analysis and are not a required part of the financial statements.
Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November
16, 2016, on our consideration of RMHS’ internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering RMHS’s internal
control over financial reporting and compliance.

Konpmeer, Corser ¥ Ensee, T1C.

November 16, 2016



Denver Options, Inc. d/b/a Rocky Mountain Human Services

Statement of Financial Position
June 30, 2016
(With Summarized Comparative Information for June 30, 2015)

2016 2015
Assets:
Cash and cash equivalents $ 2,409,853 722,872
Receivables:
Service receivables, less allowance for uncollectible accounts of
$913,599 in 2016 and $541,465 in 2015 2,988,476 2,653,983
Mill levy receivables 2,231,897 2,235,723
State grant receivables 815,052 1,405,560
Other receivables 498,024 1,235,806
Net accounts receivable 6,533,449 7,531,072
Prepaid expenses and other assets 195,422 402,503
Restricted cash and cash equivalents (note 2) 211,255 307,070
Bond issuance costs, net (note 3) 215,128 229,379
Property and equipment (note 3):
Land 1,231,000 1,231,000
Buildings and improvements 8,073,039 9,009,486
Equipment 3,508,343 3,539,160
Furniture, fixtures, vehicles 1,210,758 1,789,143
Less accumulated depreciation and amortization (7,702,424) (7,401,817)
Net property and equipment 6,320,716 8,166,972
Total assets $ 15,885,823 17,359,868
Liabilities and Net Assets:
Accounts payable $ 1,750,326 2,380,047
Accrued liabilities 1,706,954 2,492,253
Deferred revenue and rent 321,087 695,276
Bonds and notes payable (note 3) 13,013,991 13,617,297
Total liabilities 16,792,358 19,184,873
Net assets (deficit):
Unrestricted (906,535) (2,259,262)
Temporarily restricted - 434,257
Total net assets (deficit) (906,535) (1,825,005)
Commitments and contingency (notes 4 through 6)
Total liabilities and net assets $ 15,885,823 17,359,868

See the accompanying notes to the financial statements.



Denver Options, Inc. d/b/a Rocky Mountain Human Services

Statement of Activities
Year Ended June 30, 2016
(With Summarized Comparative Information for the Year Ended June 30, 2015)

Revenue:

Net client service revenue:
State of Colorado
City and County of Denver
Medicaid
Other funding sources

Total net client service revenue

Federal grants
Contributions and grants
Recoveries (write-offs)

of contributions receivable
Billing revenue
Other revenue
Net assets released from restrictions

Total revenue

Expenses:
Program services

Supporting services:
Management and general
Fund raising

Total supporting services

Total expenses

Change in net assets
from continuing operations

Discontinued operations:
Loss on discontinued operations

Change in net assets
Net assets at beginning of year

Net assets at end of year

See the accompanying notes to the financial statements.

2016 2015
Temporarily
Unrestricted  Restricted Total Total
$ 8,495,624 - 8,495,624 6,432,212
9,648,125 - 9,648,125 10,254,833
15,415,823 - 15,415,823 20,547,931
707,731 - 707,731 882,838
34,267,303 — 34,267,303 38,117,814
4,179,826 - 4,179,826 4,042,285
252,003 113,269 365,272 1,681,907
50,000 - 50,000 (1,056,849)
570,904 - 570,904 288,268
307,499 - 307,499 982,392
547,526 (547,526) - —
40,175,061 (434,257) 39,740,804 44,055,817
34,389,514 — 34,389,514 42,310,013
4,246,019 — 4,246,019 6,402,939
186,801 - 186,801 141,055
4,432,820 - 4,432,820 6,543,994
38,822,334 - 38,822,334 48,854,007
1,352,727 (434,257) 918,470 (4,798,190)
- - - (1,569,397)
1,352,727 (434,257) 918,470 (6,367,587)
(2,259,262) 434,257 (1,825,005) 4,542,582
$ (906,535) - (906,535) (1,825,005)

4
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Denver Options, Inc. d/b/a Rocky Mountain Human Services
Statement of Cash Flows
Year Ended June 30, 2016

(With Summarized Comparative Information for the Year Ended June 30, 2015)

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to
net cash provided by (used in) operating activities:
Depreciation and amortization
(Gain)/loss on sale/disposal of property
Bad debt expense
(Increase) decrease in operating assets:
Accounts receivable
Prepaid expenses and other assets
Restricted cash and cash equivalents
Increase (decrease) in operating liabilities:
Accounts payable and accrued liabilities
Deferred revenue and rent

Net cash provided by (used in) operating activities

Cash flows from investing activities:
Proceeds from sales of properties
Purchases of property and equipment

Net cash provided by (used in) investing activities

Cash flows from financing activities:
Proceeds from issuance of long-term debt
Principal payments on bonds and notes payable

Net cash provided by (used in) financing activities
Increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Interest paid

See the accompanying notes to the financial statements.

2016 2015
$ 918470  (6,367,587)
1,203,888 1,385,125
(225,788) 25,260
213,112 44,000
784,511 2,602,951
207,081 131,866
95,815 (17,947)
(1,415,020) 427,184
(374,189) 403,890
1,407,880  (1,365,258)
955,134 991,782
(72,727)  (1,349,013)
882,407 (357,231)
2,023,154 2,599,304
(2,626,460)  (722,209)
(603,306) 1,877,095
1,686,981 154,606
722,872 568,266
$ 2,409,853 722,872
$ 457,672 428,652




Denver Options, Inc. d/b/a Rocky Mountain Human Services
Notes to Financial Statements
June 30, 2016

(1) Summary of Significant Accounting Policies
(a) Organization

Denver Options, Inc., d/b/a Rocky Mountain Human Services (RMHS) is a not-for-profit
corporation designated by the State of Colorado as a Community Centered Board to
coordinate programs to provide services to individuals with developmental disabilities in
the City and County of Denver. RMHS also provides services and programs in addition to
those specific to its designation as a Community Centered Board. RMHS is supported
primarily through governmental and client service revenue, grants, and contributions.
RMHS’ services and programs can be categorized under the following pillars:

Service Coordination: Case management includes intake activities and eligibility
determination, the facilitation of enrollment into home and community based services,
and locating, coordinating, and monitoring developmental disabilities services. Service
coordinators monitor the effective and efficient provision of services across multiple
funding sources and may also assist clients with obtaining non-developmental disabilities
funded medical, social, education, and other services.

Behavioral Health Services: Behavioral and mental health services are provided to adults
with intellectual and developmental disabilities and other cognitive needs, and the clinic
specializes in care for adults with complex coordination of care needs.

Child and Family Services: RMHS provides services to children and adolescents with
developmental delays or disabilities, including autism, under three programs. The EI
program provides child development services to eligible infants and toddlers, and their
families, in the areas of cognition, speech and communication, sensory and motor
development, social and emotional development, and self-help skills. The Children’s
Clinical program provides comprehensive assessment, consultation, and intervention
services to infants, children, and adolescents under age nineteen, and children with autism
spectrum disorder. The Family Support Services Program (FSSP) provides support for
families who have children with developmental disabilities or delays with costs that are
beyond those normally experienced by other families and focuses on preventing out-of-
home placements.

Life Skills and Support Services: This program provides direct care for adults and
children with intellectual and developmental disabilities through the Home and
Community-Based Services Waiver for Developmentally Disabled, including 24/7 home
living arrangements, as well as home health care, daily living skills coaching, and
independent living support through the Children’s Extensive Waiver (CES) and
Supported Living Services Waiver (SLS). This program further provides residential
services, respite, personal care, behavioral services, mentorship, transportation,
hippotherapy, movement therapy, massage therapy, day habilitation, basic and enhanced
homemaker services, supported employment, and community connections.

Housing and Employment for Veterans: RMHS provides workforce preparation, job
placement, and stable housing services to Veterans who are homeless or at risk of
becoming homeless as well as providing peer mentoring to Veterans in the criminal
justice system.



Denver Options, Inc. d/b/a Rocky Mountain Human Services
Notes to Financial Statements

(1) Summary of Significant Accounting Policies, Continued

(a)

Organization, Continued

Other programs: RMHS provides services to adults, and their families, with traumatic
brain injuries which include case management, crisis resolution, advocacy, resource
referrals, emergency financial aid, educational workshops and support. As of July 1,
2016, this program was transferred to another service provider. RMHS also provides
services under the Operation TBI Freedom program, which includes case management,
psycho-educational workshops, peer support groups, and transitional services to
individuals with traumatic brain injuries who have served in the military on or after
September 11, 2001. As of April 4, 2016, this program was transferred to Craig Hospital.

(b) Basis of Accounting

()

(d)

The accompanying financial statements have been prepared on the accrual basis of
accounting and, accordingly, reflect all significant receivables, payables, and other
liabilities.

Financial Statement Presentation

RMHS reports information regarding its financial position and activities according to three
classes of net assets: unrestricted, temporarily restricted and permanently restricted. RMHS
did not have any permanently restricted net assets at June 30, 2016.

The financial statements include certain prior-year summarized, comparative information in
total but not by net asset class. Such information does not include sufficient detail to
constitute a presentation in conformity with generally accepted accounting principles.
Accordingly, such information should be read in conjunction with RMHS’ financial
statements for the year ended June 30, 2015, from which the summarized information was
derived.

Contributions

Contributions received are recorded as increases in unrestricted, temporarily restricted, or
permanently restricted net assets, depending on the existence and/or nature of any donor
restrictions. All contributions are considered to be available for unrestricted use unless
specifically restricted by the donor.

All donor-restricted support is reported as an increase in temporarily or permanently
restricted net assets, depending on the nature of the restriction. When a restriction expires
(that is, when a stipulated time restriction ends or purpose restriction is accomplished),
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
statements of activities as net assets released from restrictions. Restrictions met in the same
period in which the related contributions are received are recorded as unrestricted support.



Denver Options, Inc. d/b/a Rocky Mountain Human Services
Notes to Financial Statements

(1) Summary of Significant Accounting Policies, Continued

(e)

®

€:9)

(h)

)

@

Contributed Property and Services

Contributed property and equipment are recorded as unrestricted support at its estimated
fair value at date of donation. Donated goods and services are recorded as contributions
and corresponding expenses at their estimated fair values at the date of donation. A
number of volunteers have donated their time in connection with RMHS’ activities. No
amounts have been reflected in the accompanying financial statements for volunteers’
donated services because they do not meet the criteria for recognition.

Recognition of Income

Program services revenue is deemed to be earned and is reported as revenue when RMHS
has incurred expenditures or performed services in compliance with the provisions of the
respective service agreements. Cash received for contracts in excess of allowable expenses
incurred is recorded as unearned revenue, and allowable expenses incurred on contracts in
excess of cash received are recorded as a receivable. Net client service revenue is reported
at the estimated net realizable amounts from third party payors and others for services
rendered and includes estimated retroactive adjustments.

Cash and Cash Equivalents

For purposes of the statements of cash flows, RMHS considers all unrestricted highly liquid
instruments with original maturities of three months or less to be cash equivalents.

Accounts Receivable

The change in net assets is charged with an allowance for estimated uncollectible accounts
based on past experience and on analysis of current accounts receivable collectability.
Accounts deemed uncollectible are charged to the allowance in the year they are deemed
uncollectible.

Property and Equipment

Property and equipment is recorded at cost. RMHS capitalizes all expenditures for
property and equipment in excess of $2,500. Depreciation is computed using the straight-
line method over estimated useful lives of the assets ranging from two to forty years.
Leasehold improvements are amortized ratably over the lesser of the lease term or their
respective estimated useful life.

Deferred Rent
Deferred rent represents the unamortized portion of lessor incentives (free rent and

reimbursed tenant expenses) received in conjunction with several of RMHS’ office leases.
RMHS amortizes deferred rent over the lives of the leases.



Denver Options, Inc. d/b/a Rocky Mountain Human Services
Notes to Financial Statements

(1) Summary of Significant Accounting Policies, Continued

@

(k)

M

Concentrations of Credit Risk

Financial instruments that potentially subject RMHS to concentrations of credit risk consist
of cash and cash equivalents and receivables. RMHS places its cash and cash equivalents
with creditworthy, high quality, financial institutions. At times, a portion of these cash and
balances may not be insured by the Federal Deposit Insurance Corporation or related entity.
Credit risk with respect to trade receivables is generally diversified due to the large number
of entities and credit-worthiness of the organizations that comprise RMHS’ customer base.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure on contingent assets and liabilities at the
date of the financial statements and reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on a
functional basis in the statements of activities and in the statement of functional expenses.
Accordingly, certain costs have been allocated among the program and supporting services
benefited.

(m) Income Taxes

(n)

RMHS is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code and qualify for the charitable contribution deduction. However, income
from activities not directly related to RMHS’ tax-exempt purpose is subject to taxation as
unrelated business income. RMHS incurred no unrelated business income tax during 2016.

Management is required to evaluate tax positions taken by the entity and to recognize a tax
liability if an entity has taken an uncertain tax position that more likely than not would not
be sustained upon examination by taxing authorities. RMHS believes that it has appropriate
support for any tax positions taken and that none would require recognition of a liability or
disclosure in the financial statements. RMHS is subject to routine audits by taxing
jurisdictions; however, there are currently no audits for any tax periods in progress. Tax
returns for the previous three years are subject to examination by the IRS, generally for
three years after initial filing.

Subsequent Events

Management is required to evaluate, through the date the financial statements are issued or
available to be issued, events or transactions that may require recognition or disclosure in
the financial statements, and to disclose the date through which subsequent events were
evaluated. RMHS' financial statements were available to be issued on November 16, 2016,
and this is the date through which subsequent events were evaluated.

10



Denver Options, Inc. d/b/a Rocky Mountain Human Services
Notes to Financial Statements

1)

)

3)

Summary of Significant Accounting Policies, Continued
(o) Reclassifications

Certain prior year amounts have been reclassified to conform to current year presentation.
The reclassifications had no effect on the change in net assets.

Restricted Cash and Cash Equivalents

RMHS receives funds on behalf of certain clients that are restricted by government agencies for
the exclusive benefit of the named clients. At June 30, 2016, these funds totaled $211,255.

Bonds and Notes Payable

On December 1, 2012, RMHS entered into an agreement for an $11,100,000 Bond Issue secured
by the deed of trust for the administrative building which carries a fixed interest rate of 3.27%.
At June 30, 2016, the bonds had a balance of $9,488,589. Principal and interest totaling
$67,942 are due monthly through February 1, 2031. Interest expense during the year ended June
30, 2016 totaled $344,966. The bonds have certain financial covenants which have been met at
June 30, 2016. Bond issuance costs of $265,768 are being amortized over eighteen years and
three months. At June 30, 2016, the remaining unamortized balance on bond issuance costs was
$215,128.

On December 19, 2013, RMHS entered into a seven-year, $1,400,969 term loan agreement
which is secured by certain inventory, accounts, furniture and equipment and carries a fixed
interest rate of 3.95%. At June 30, 2016, the loan had a balance of $911,078. Principal and
interest payments totaling $19,140 are due monthly through January 2021. Interest expense
during the year ended June 30, 2016 totaled $45,183. This loan has certain financial covenants
which have been met at June 30, 2016.

On November 25, 2014, RMHS entered into a seven-year, $1,599,304 term loan agreement
which is secured by certain inventory, accounts, furniture and equipment and carries a fixed
interest rate of 4.24%. At June 30, 2016, the loan had a balance of $1,241,170. Principal and
interest payments totaling $24,956 are due monthly through January 2021. Interest expense
during the year ended June 30, 2016 totaled $62,588. This loan has certain financial covenants
which have been met at June 30, 2016.

During fiscal 2016, as a result of discontinued operations, RMHS terminated a lease agreement
early, and on December 31, 2015, negotiated a $373,154 unsecured loan agreement with the
landlord for payment of the early termination fee over a five-year period. No payments are
required for the first two years, then beginning November 1, 2017, monthly payments are
required as follows: $5,000 through October 2018; $7,500 through October 2019; $10,000
through October 2020, and a balloon payment totaling $191,461 is due on October 1, 2020. The
note bears an interest rate of 5%. Interest expense during the year ended June 30, 2016 totaled
$14,228.

11



Denver Options, Inc. d/b/a Rocky Mountain Human Services
Notes to Financial Statements

(3) Bonds and Notes Payable, Continued

@

RMHS had a revolving line of credit with a bank in the amount of $1,000,000 with a variable
interest rate at 2.75% over Prime Rate. On April 25, 2016, the outstanding balance totaling
$1,000,000 on the line of credit was converted into a term loan secured by certain inventory,
accounts, furniture and equipment with an interest rate of 3.5%. Beginning in July 2016,
principal and interest payments totaling $29,430 are due monthly through August 2017. At June
30, 2016, the loan had a balance of $1,000,000. Interest expense during the year ended June 30,
2016 totaled $38,117. This loan has certain financial covenants which have been met at June
30, 2016.

RMHS opened a temporary line of credit for $650,000 on July 1, 2015 with a variable interest
rate of 0.5% over Prime Rate secured by personal property and rents. The full line of credit was
used for a one week period, then subsequently repaid in August 2015. The line of credit was
closed in December 2015. The effective interest rate during this period was 3.25%, and interest
expense during the year ended June 30, 2016 totaled $474.

Future minimum principal payments on bonds and notes are as follows:

Year Ended June 30

2017 $ 1,284,206
2018 1,694,741
2019 1,096,587
2020 1,169,039
2021 1,020,085
Thereafter 6,749,333

Total $ 13,013,991

Leases

RMHS entered into various non-cancelable operating leases for office space, equipment, and
vehicles that expire through September 2019. Total rent expense was $899,191 for the year
ended June 30, 2016. Future minimum lease payments under these non-cancelable operating
leases are as follows:

Year Ended June 30
2017 $ 382,565
2018 44,024
2019 6,432
2020 1,072

$ 434,093
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Denver Options, Inc. d/b/a Rocky Mountain Human Services
Notes to Financial Statements

®

(6)

Retirement Plan

RMHS maintains a tax sheltered annuity plan (the Plan) which covers substantially all
employees. Eligible employees may begin to participate in the Plan with elective deferral
contributions on the date of hire. An employee becomes eligible for employer matching
contributions after six months of service. Under the Plan, for the first pay period during the year
ended June 30, 2016, RMHS matched 5% of eligible compensation; then all matching
contributions were suspended for the remainder of the year. For the year ended June 30, 2016,
RMHS contributed $27,807 to the Plan.

Financial Position and Future Operations

As indicated in the accompanying financial statements, RMHS has a net deficit of ($906,535) as
of June 20, 2016. RMHS’ change in net assets for the year ended June 30, 2016 totaled
$918,470 as a result of management taking actions during the year to ensure RMHS will
continue as a going concern. Management continues to monitor personnel needs, reduce
discretionary spending, and reduce office space, equipment, and vehicles under lease
agreements. Furthermore, an overhead expense allocation methodology was developed during
the year to better determine the true performance of program services, and the sustainability of
each program service line is evaluated regularly by management. Management believes these
continued actions will allow RMHS to achieve continued positive financial results in future
years.
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Denver Options, Inc. d/b/a Rocky Mountain Human Services
Schedule of Activities by Program

Year Ended June 30, 2016
Temporarily
Unrestricted Restricted Total
Operating revenue:
Service coordination $ 5,805,419 - 5,805,419
Behavioral health services 955,749 - 055,749
Child and family services 10,395,646 - 10,395,646
Life skills and support services 13,955,376 - 13,955,376
Housing and employment for veterans 3,191,537 - 3,191,537
Other programs 4,143,402 - 4,143,402
Total operating revenue 38,447,129 - 38,447,129
Expenses:
Program services:
Service coordination 4,611,241 - 4,611,241
Behavioral health services 766,741 - 766,741
Child and family services 8,901,379 - 8,901,379
Life skills and support services 12,106,289 - 12,106,289
Housing and employment for veterans 3,669,334 - 3,669,334
Other programs 4,334,530 - 4,334,530
Total program services 34,389,514 - 34,389,514
Supporting services:
Management and general 4,246,019 - 4,246,019
Total supporting services 4,246,019 - 4,246,019
Total operating expenses 38,635,533 — 38,635,533
Total operating net loss (188,404) - (188,404)
Non-operating revenue and expenses:
Contributions and grants 252,003 113,269 365,272
Recoveries of contributions receivable
previously written off 50,000 - 50,000
Billing revenue 570,904 - 570,904
Other revenue 307,499 - 307,499
Fund raising expenses (186,801) - (186,801)
Net assets released from restrictions 547,526 (547,526) -
Total non-operating revenue and expenses 1,541,131 (434,257) 1,106,874
Change in net assets 1,352,727 (434,257) 918,470
Net assets at beginning of year (2,259,262) 434,257 (1,825,005)
Net assets at end of year $ (906,535) - (906,535)

See the accompanying independent auditor's report.
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Denver Options, Inc.

d/b/a Rocky Mountain Human Services
Schedule of Expenditures of Federal Awards

Year Ended June 30, 2016
Pass-through Federal Federal
Federal grantor/pass-through Entity Identi- CFDA expend-
grantor/program or cluster title fying Number number itures
U.S. Department of Housing and Urban Development:
Direct Programs:
Continuum of Care Program COO0110L8T041302 14.267 $ 51,678
Total Direct Programs 51,678
Pass-through Programs From:
State of Colorado:
Section 8 Housing Assistance Payments Program N/A 14.195 5,944
Total Pass-through Programs 5,944
Total U.S. Department of Housing and Urban Development 57,622
U.S. Department of Labor:
Direct Programs:
Homeless Veterans' Reintegration Project HV25979145058 17.805 183,584
Homeless Veterans' Reintegration Project HV27451156058 17.805 88,655
Subtotal 17.805 272,239
Total Direct Programs 272,239
Total U.S. Department of Labor 272,239
U.S. Department of Veteran Affairs:
Direct Programs:
VA Supportive Services for Veteran Families C15-CO-504A 64.033 1,001,307
VA Supportive Services for Veteran Families 14-27-020 64.033 492,651
VA Supportive Services for Veteran Families 12-7Z7-020 64.033 1,407,502
Subtotal 64.033 2,901,460
Total Direct Programs 2,901,460
Total U.S. Department of Veteran Affairs 2,901,460
U.S. Department of Education
Pass-through Programs From:
State of Colorado:
Special Education - Grants for Infants and Families 16 IHIA 79672 84.181 938,694
Total Pass-through Programs 938,694
Total U.S. Department of Education $ 938,694
(Continued)
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Denver Options, Inc.

d/b/a Rocky Mountain Human Services

Schedule of Expenditures of Federal Awards, Continued
Year Ended June 30, 2016

Pass-through Federal Federal
Federal grantor/pass-through Entity Identi- CFDA expend-
grantor/program or cluster title fying Number number itures

U.S. Department of Health and Human Services
Pass-through Programs From:
University of Colorado:

Screening and Linkage to Services for Autism R40MC27702 93.110 $ 9,811
Total Pass-through Programs 9,811
Total U.S. Department of Health and Human Services 9,811
Total Expenditures of Federal Awards $ 4,179,826

Note 1: Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal
award activity of Denver Options, Inc., d/b/a Rocky Mountain Human Services (RMHS) under
programs of the federal government for the year ended June 30, 2016. The information in this
Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a
selected portion of the operations of RMHS, it is not intended to and does not present the financial
position, changes in net assets, or cash flows of RMHS.

Note 2: Summary of Significant Accounting Policies

(a) Expenditures reported in the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance or
OMB Circular A-122, Cost Principles for Non-Profit Organizations , as applicable, wherein
certain types of expenditures are not allowable or are limited as to reimbursement.

(b) RMHS has elected to use the 10% de minimum indirect cost rate as allowed under the Uniform
Guidance.
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Kundinger, Corder e Engle, P.C.

Certified Public Accountants Phone (303) 534-5953
475 Lincoln Street, Suite 200 Fax (303) 892-7776
Denver, Colorado 80203 www.Keedenver.com

Independent Auditor’s Report on Internal Control over Financial Reporting and on

Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

Board of Directors
Denver Options, Inc.
d/b/a Rocky Mountain Human Services:

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of Denver
Options, Inc. d/b/a Rocky Mountain Human Services (RMHS), which comprise the statement of
financial position as of June 30, 2016, and the related statements of activities, functional expenses,
and cash flows for the year then ended, and the related notes to the financial statements, and have
issued our report thereon dated November 16, 2016.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered RMHS’ internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of RMHS’ internal
control. Accordingly, we do not express an opinion on the effectiveness of RMHS’ internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. We did identify certain
deficiencies in internal control, described in the accompanying schedule of findings and questioned
costs that we consider to be significant deficiencies, item 2016-001.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether RMHS’ financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which are
described in the accompanying schedule of findings and questioned costs as item 2016-001.

RMHS’ Response to Findings

RMHS’ response to the findings identified in our audit is described in the accompanying schedule of
findings and questioned costs. RMHS’ response was not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
organization’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the organization’s internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

Komnnieee, Coever * Enete, »C

November 16, 2016
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Kundinger, Corder ¢ Engle, P.C.

Certified Public Accountants Phione (303) 534-5953
475 Lincoln Street, Suite 200 Fax (303) 892-7776
Denver, Colorado 80203 wunw.Keedenver.com

Independent Auditor’s Report on Compliance for Each Major Program
and on Internal Control over Compliance Required by the Uniform Guidance

Board of Directors
Denver Options, Inc.
d/b/a Rocky Mountain Human Services:

Report on Compliance for Each Major Federal Program

We have audited Denver Options, Inc. Rocky Mountain Human Services (RMHS)’ compliance with
the types of compliance requirements described in the OMB Compliance Supplement that could have
a direct and material effect on each of RMHS’ major federal programs for the year ended June 30,
2016. RMHS’ major federal programs are identified in the summary of auditor’s results section of
the accompanying schedule of findings and questioned costs.

Management’s Responsibility
Management is responsible for compliance with the requirements of federal statutes, regulations, and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of RMHS’ major federal
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about RMHS’ compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of RMHS’ compliance.

Opinion on Each Major Federal Program

In our opinion, RMHS complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs
for the year ended June 30, 2016.
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Board of Directors
Denver Options, Inc.
d/b/a Rocky Mountain Human Services

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to
be reported in accordance with the Uniform Guidance and which are described in the accompanying
schedule of findings and questioned costs as item 2016-001. Our opinion on each major federal
program is not modified with respect to these matters. RMHS’ response to the noncompliance
findings identified in our audit is described in the accompanying schedule of findings and questioned
costs. RMHS’ response was not subjected to the auditing procedures applied in the audit of
compliance and, accordingly, we express no opinion on the response.

Report on Internal Control over Compliance

Management of RMHS is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing
our audit of compliance, we considered RMHS’ internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine
the auditing procedures that are appropriate in the circumstances for the purpose of expressing an
opinion on compliance for each major federal program and to test and report on internal control over
compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of RMHS’ internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited p

urpose described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not
identified. We did not identify any deficiencies in internal control over compliance that we consider
to be material weaknesses. However, we identified certain deficiencies in internal control over
compliance, as described in the accompanying schedule of findings and questioned costs as item
2016-001, that we consider to be a significant deficiency. RMHS’ response to the internal control
over compliance findings identified in our audit is described in the accompanying schedule of
findings and questioned costs. RMHS’ response was not subjected to the auditing procedures
applied in the audit of compliance, and accordingly, we express no opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Kununwmeer,Corner & Eneee, . C,

November 16, 2016
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Denver Options, Inc.

d/b/a Rocky Mountain Human Services
Schedule of Findings and Questioned Costs
Year Ended June 30, 2016

A. Summary of Auditor’s Results

1. The auditor’s report expresses an unmodified opinion on whether the financial statements of
Denver Options, Inc. d/b/a Rocky Mountain Human Services (RMHS) were prepared in
accordance with GAAP.

2. No significant deficiencies relating to the audit of the financial statements are reported in the
Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards.

3. No instances of noncompliance material to the financial statements of RMHS, which would
be required to be reported in accordance with Government Auditing Standards, were
disclosed during the audit.

4. One significant deficiency in internal control over major federal award programs disclosed

during the audit is reported in the Independent Auditor’s Report on Compliance for Each

Major Program and on Internal Control over Compliance Required by the Uniform

Guidance. No material weaknesses are reported.

The auditors’ report on compliance for the major federal award programs for RMHS

expresses an unmodified opinion on all major federal programs.

Audit findings that are required to be reported in accordance with 2 CFR section 200.516(a)

are reported in this Schedule.

The major program tested was: Department of Veteran Affairs, VA Supportive Services for

Veteran Families Program, CFDA No. 64.033.

The threshold used for distinguishing between Type A and B programs was $750,000.

RMHS did not qualify as a low-risk auditee.

v N o W

B. Findings-Financial Statement Audit
None.

C. Findings and Questioned Costs-Major Federal Award Programs Audit

CFDA No. 64.003 Department of Veterans Affairs, VA Supportive Services for Veteran
Families

2016-001 Activities Allowed and Allowable Costs — Significant Deficiency

Criteria: Salaries charged to federal grants should be properly supported as described under the
Uniform Grant Guidance based on documented payroll and supported by a monthly timesheet.

Condition: Of the salaries tested, one employee’s salary charged to the grant was more than the
amount supported by the timesheet. The salaried employee was paid his regular pay but only 14
out of 80 hours were reported on his timesheet.

Questioned Costs: There was one employee out of seventeen tested who did not have proper
support to substantiate the amount charged to the grant, resulting in known questioned costs of
$961. The likely questioned costs after extrapolating the timesheet error to total payroll charged
to the grant is $35,402.
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Denver Options, Inc.

d/b/a Rocky Mountain Human Services

Schedule of Findings and Questioned Costs, Continued
Year Ended June 30, 2016

C. Findings and Questioned Costs-Major Federal Award Programs Audit, Continued

CFDA No. 64.003 Department of Veterans Affairs, VA Supportive Services for Veteran
Families

2016-001 Activities Allowed and Allowable Costs — Significant Deficiency
Effect: These amounts could be considered unallowed under the grant.

Cause: Internal controls were not in place during the entire fiscal year to ensure salary expenses
charged to the grant were properly supported by timesheets. A similar audit finding was reported
in the prior year audit report which was issued on April 6, 2016.

Recommendation: All staff charged to a federal grant should be substantiated through bi-weekly
timesheet and payroll reports. Furthermore, the timesheets must reflect employee’s actual
activity for the full amount of hours worked.

Views of Responsible Officials and Planned Corrective Actions: We agree with the finding. New
procedures have been implemented that require all employees to complete timesheets for
manager review and approval and exception reporting to the Controller or CFO for any payroll
approvals not performed on a timely basis.
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Denver Options, Inc.

d/b/a Rocky Mountain Human Services

Summary Schedule of Prior Audit Findings
Year Ended June 30, 2016

2015-001 Audit Adjustments — The prior year audit finding stated there were several misstatements
noted during the audit process. No misstatements were identified during this year’s audit.

2015-002 Approval of Timesheets — The prior year audit finding stated salaries were charged to the
grant that were not substantiated by timesheets signed by supervisors. Our audit indicated grant
records included supervisor approval on all salaries charged to the grant.

2015-003 Preparation of the Schedule of Expenditures of Federal Awards (SEFA) — The prior
year audit finding stated management was unable to effectively track federal award expenditures and
reconcile them to the underlying accounting records. Our audit indicated RMHS properly included
all federal grants when preparing the schedule.

2015-004 Documentation of Salaries Charged to Federal Grants — The prior year audit finding
stated salaries charged to grants were not properly substantiated by timesheets. Our audit indicated a
similar finding which is repeated in 2016-001 as a significant deficiency.

2015-005 Documentation of Expenses Charged to Federal Grants — The prior year audit finding
stated expenses charged to grants were not properly substantiated by adequate documentation of the
charge. Our audit indicated all grant expenditures, other than salaries which are discussed in
comment 2016-001, had proper documentation supporting the charges.

2015-006 Recertification of Program Participants — The prior year audit finding stated
participants were not being certified timely, supervisor signatures were not obtained in a timely
manner, and an employee forged signatures of supervisors and participants. Our audit indicated
proper and timely recertification was completed for all program participants selected for testing.

2015-007 Advance Drawdown of Funds - The prior year audit finding stated drawdown requests
were made which were not supported by grant disbursements and the amount exceeded three day’s
estimated cash needs for the grant. Our audit indicated all funds drawn down were supported by
grant disbursements.
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